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A free press is essential for a free society. Much of the press and radio and most news weeklies, however, cater to the material and sensational, yielding to the many pressures that play upon 
narrow provincialism and our national prejudices. Thus political fanaticism and self-defeating military extremism threaten to displace sound democratic practice and a rational defense system. For 
those who would maintain their dedication to Christian citizenship and to truth, Between The Lines presents selected reports, analyses and forecasts drawn from the most authoritative sources, which 
provide a greater insight into the crucial issues of our day. This effort is dedicated to the belief that only through the Judaic-Christian concepts of truth can we avoid the violent changes inherent 
in war and in communism and thus move forward out of the tribalism of man towards the brotherhood of the Kingdom of God. Anything less will be dangerously inadequate in the nuclear age. 





“What Can I Do?”’ 


Education and science are the 
most honored professions in Rus- 
sia — with teachers receiving high 
incomes, sabbatical leaves and 
many other privileges and honors. 
Now at last America is beginning 
to recognize her teachers in propor- 
tion to their place of responsibility 
and service in our society. 

“Oscars” for teachers in all areas 
are sponsored by the General Fed- 
eration of Women’s Clubs through 
nationwide Teacher of the Year 
nominations. Each award commit- 
tee considers the teacher’s scho- 
lastic qualifications, humanitarian at- 
titude towards students, outstanding 
work beyond the call of duty, in- 
terest in community, state and na- 
tional affairs. 

The objective of the program is 
to increase the prestige of the teach- 
ing profession, to honor teachers 
who have done exceptional work, to 
include members of the teaching 
profession in all outstanding events 
in the community and to formulate 
programs, legislation and otherwise, 
to secure adequate salaries and 
recognition for teachers. 

When the award is made in the 
local community, a luncheon or din- 
ner is arranged to honor the teach- 
er selected — with leading citizens 
in attendance. The award itself 
should be in the form of either a 
check for advanced study or trav- 
el, or a scholarship secured by club- 
women in the area to an important 
educational institution. 

The district nominee is recognized 
by a luncheon or dinner and a 
scroll or token award. The state 
Teacher of the Year is honored at 
the state convention of the Federa- 
tion, at which time a_ substantial 
award is made — a check for addi- 
tional study in the U. S. or abroad, 
or a check without restrictions. The 
national Teacher of the Year, chos- 
en from the state winners, is hon- 
ored at the national Federation con- 
vention with suitable recognition. 

Is your community participating 
in this program for 1959? Details 
are available from the General Fed- 
eration of Women’s Clubs, 1734 N 
Street, N. W., Washington 6, D. C. 


Insurance and Savings 

There has been growing concern 
among economists and others over 
the tight minority control of a vast 
amount of the savings of the Amer- 
ican people — approximately $100 
billion—accruing through the huge 
reserve funds of the life insurance 
companies. There has also been 
much criticism in responsible finan- 
cial circles of the insurance indus- 
try’s emphasis that “insurance is the 
best way to save.” 


Consequently, in our issue of 
Nov. 15, we ran a brief report on 
a book on this subject by the 
veteran Wall St. reporter, Ralph 
Hendershot (The Grim Facts About 
Insurance — Putnam, ’57). Thus we 
got caught in the cross-fire raging 
between the insurance men and the 
mutual trust investment people! For 
the latter urge that savings can be 
just as secure in diversified invest- 
ments with much higher returns. 

We confess that we should never 
have presented Mr. Hendershot’s 
views without also giving the insur- 
ance industry’s views. May we say 
a hearty thanks to all the insurance 
men who have written us in pro- 
test. enclosing material on the in- 
surance side of the debate. We can- 
not possibly answer all these letters, 
but may we also say thanks to the 
investment trust people who like- 
wise responded just as vigorously 
with hurrahs (!) and with accom- 
panying data to supplement Mr. 
Hendershot’s thesis. 


We realize that almost anything 
we say now on either side of this 
controversy will not satisfy the ar- 
dent champions of either insurance 
or mutual trust investments. Yet all 
aspects of the matter are of great 
importance to every reader who car- 
ries insurance or who has a margin 
of savings out of annual income to 
invest—no matter how small. Espe- 
cially have our efforts been justified, 
we believe, since the public has been 
allowed to hear almost nothing on 
this controversy because of the im- 
mense pressure on the press from 
the $100 billion insurance industry. 
Even the book on the subject by 


one of Wall Street’s best known 
(continued second col., NEXT page) 





OR THOSE YOU MISSED: There is always the unexpected greet- 
ing or gift from someone forgotten in the rush of pre-Christmas 
shopping. This calls for a New Year’s remembrance, something inex- 
pensive but meaningful—a need which Between The Lines fills precisely! 


We will rush a holiday greeting card to announce your gift, along with 
the first copy, as soon as we receive your list of names and addresses, with $2. for each 
subscription. Send to Between The Lines, Box 269, Demarest, N. J. No quicker easier or 
more fitting way to mark the New Year. 


MANY are ordering Charles A. Wells’ most recent book, 


Journey Into Light, as a New Year’s greeting for their more discerning 
friends — 144 pages of penetrating thoughts and illustrations that reveal, in a new dramatic 
way, the Christian hope for the nuclear age. This handsomely printed, hard-cover book is 
priced at $2.50 postpaid. Order from Between The Lines Press, Box 269, Demarest, N. J. 











X-Ray and Forecast 


HE year 1959 begins the missile age. In the past 12 months, the U. S. 

and Russia have both made successful tests of the intercontinental 
high speed (18,500 MPH) missiles that can carry H-warheads. Both have 
medium range, high speed missiles in quantity production. This fact is what 
is behind all the Soviet thrusts in Europe (Berlin), the Middle East and the 
Far East. The U. S. is right now pushing the arrangement to place medium 
range missiles in several West European centers, particularly West Ger- 
many, Turkey, Pakistan, Thailand, Formosa and Japan (especially Oki- 
nawa). This is creating great fear in Russia — also among our allies. 


THE AMERICAN PEOPLE ARE NOT BEING TREATED 
FAIRLY by their Government in this. We are frequently bombarded by 
news of Moscow’s threats to West Berlin, along the Turkish-Syrian bor- 
der, to Iran and elsewhere, but the American people are not told that these 
threats are Moscow’s response to the steps we are taking to establish mis- 
sile bases along Russia’s perimeter, which is a very real threat to the So- 
viet. The Kremlin is not pacifist — what else could we expect their de- 
fense chiefs to do but try to upset our plans through diplomacy if possi- 
ble, and by subversion if necessary. 


THE BERLIN CRISIS is chiefly a missile crisis — as we reported 
previously, but all that is kept hushed in our press, in the most undemo- 
cratic fashion. We are establishing our missile bases in West Germany, 
and naturally the Reds will retaliate by putting theirs in East Germany. 
Look at a map and see how Berlin sits deep within the East German zone 
where our 2,000 spies, operating out of West Berlin, can keep close tab 
on them. The fact that the Communists probably have 20,000 spies in 
West Germany does not keep the missile crisis, which the Pentagon has 
created, from being a war-breeding maneuver. (We hear that there is still 
some debate in White House-Pentagon ranks over the matter of pushing 
the missile bases on our allies. We pray that restraint will prevail.) 


HE ATOMIC STALEMATE AT GENEVA, where the three great 

powers are negotiating the A-test ban and eleven powers are examin- 
ing ways to prevent surprise attacks, is largely the result of the U.S. missile 
policy. The Moscow revolutionaries don’t want atomic war any more than 
we do, but their recalcitrance springs from the unimaginative, un-Christian 
U.S. military policy of trying to weaken communism by threatening the 
lives of the hundreds of millions of peoples behind the Iron Curtain, who 
are the first victims of communism. Many of the best minds in America, 
Walter Lippmann, George Kennan, Norman Cousins and others have 
plead for months that we push a “disengagement” plan, creating a neutral 
unarmed zone stretching across Europe, the Mideast and Asia. The Rus- 
sians have shown agreeable interest, responding with the Rapacki plan. 
(Seo BTL, Dec. 1.) 


(continued first col., NEXT paye) 





X-Ray and Foreeast = (continued) 


Russia’s demands on West Berlin could then be countered by a 
constructive proposal for an all-German plebiscite for German unification, 
under the auspices of the UN, to be crowned by the withdrawal of all 
foreign troops from both East and West Germany. Thus freedom and hope 
could be weapons against communism instead of the threat of blind slaugh- 
ter of the innocent which contradicts so completely all our American tradi- 
tions. 


THE CHINA MIRACLE 


HE belittling guesses and forecasts about Red China’s progress may 

prove wrong during the coming years. If so, it will change a lot of 
history. We have stood aghast, as have others, at the complete regimenta- 
tion of Chinese life for peak production by the uprooting of the 4,000 year 
old family system. But suppose they put it over? The reports of remarkable 
industrial and agricultural gains announced by Peking have been dis- 
counted and ridiculed. But now information reaches this country that sub- 
stantiates some of the unbelievable progress China has reported. 


WESTERN OBSERVERS who have had the opportunity to in- 
spect China’s records — Canadians, British and French, attached to the 
UN — have returned with astonishing information. For instance, the goals 
in reforestation — one of the most important phases of the reclamation of 
China’s long eroded lands — are 70 per cent ahead of schedule. (N. Y. 
Times, Nov. 30.) Therefore, it is reasonable, experts say, to accept claims 
of the immense increase in food production — over 100 per cent in less 
than three years — through improved irrigation and drainage, with extend- 
ed cultivation of new acreages. The boasts about public health progress 
have been verified and would tend to support the reports that China’s con- 
quest of disease, pestilence and dirt has been miraculous. Food distribution 
has enormously improved. Hong Kong publications have been replete with 
other such information from non-Communist visitors in Red China. 


THE CHINESE PEOPLE HAVE BEEN HIGHLY SKILLED in 
nearly all the finest and most difficult arts for thousands of years. Several 
of the nuclear physicists in the U. S. who have made the most important 
discoveries about the atom during past months are young Chinese Ameri- 
cans. Has the mistake not been that we equate the Red Chinese with the 
Russians, whose civilization extends back scarcely more than 300 years? 
What if the traditional Chinese feeling of family unity should be success- 
fully expanded to include the entire nation through the communization of 
community life, with a surge of creative enthusiasm for the new-found 
powers of achievement? It is certain that some of this spirit has already 
been created. In the long view, China’s revolution may not be limited, or 
even greatly influenced by Russia. Mao Tse-tung has always conceived of 
the Chinese revolution as superior to the Russian version of Marxism. If 
great achievements occur in China during coming months — despite the 
cruelties and extremes imposed by tyranny — the influence on India and 
other Asian states and Africa will be incalculable and force many revisions 
on Western attitudes. Hunger, poverty and despair are also cruel tyrannies. 

THE RECURRING DECLARATIONS that the U. S. will not 
recognize Red China and will not O.K. Peking’s entrance into the United 
Nations arise from the mounting pressures throughout the world for the 
recognition of Red China as an established power in trade and politics, and 
for its admission into the UN. In a recent international poll, it was revealed 
that in all Western nations, especially the American allies, public senti- 
ment ran between 65 and 70 per cent in favor of China’s entrance into the 
UN. A trade-hungry world is resenting the smug, unchanging U. S. atti- 
tude. (Washington Post, Dec. 7.) The day is rapidly approaching when 
what the U. S. thinks about Red China will not be the deciding factor. The 
last time China’s admission to the UN was brought up, the U. S. delega- 
tion had to use every known diplomatic trick to bar Red China’s entrance. 
Predictions have been frequent that China will be admitted in 1959 or 1960. 
Since the Knowland-Jenner-Bricker-McCarthy combo now belongs to his- 
tory, there will be changes in the U. S. attitudes. 


INSIGHT ON POLITICS FOR 1959 


HE National Press Club, composed of newsmen and correspondents 

in the nation’s capital, are known to be the closest, shrewdest observ- 

ers of public life. What they think and say among themselves is often very 

different from what they write for their publisher-bosses. For instance, 

when Harry S. Truman retired from the White House, the press was still 

filled with anti-Truman diatribes. Yet NPC members generally believed 

that Truman would be rated among the most able Presidents — exception- 

ally well-informed, courageous, unafraid to make decisions. Year by year 
this estimate is being increasingly accepted by all. 

PROSPECTIVE PRESIDENTIAL CANDIDATES are rated in 

NPC circles as follows: Vice President Nixon will stand high —if he 

(continued third col., NEXT paye) 


Insurance and Savings 
(continued) 

analysts has been given the silent 
treatment in most publications. 

To begin with, full recognition 
should be paid to the insurance 
companies for the service they ren- 
der by enabling a man to create at 
once a substantial estate that pro- 
vides full protection for his family 
in case of his death. This system 
has provided a security for Ameri- 
can family life which is unknown in 
the rest of the world — except 
where similar systems have been 
developed. The combination of in- 
surance with savings is also funda- 
mental: when the cost of actual in- 
surance has been covered, the re- 
maining amounts paid in create 
capital to keep the insurance in 
force when the insured is ill and un- 
able to earn for an extended period. 
Insurance provides a system of sav- 
ings which require planning in fam- 
ily finances, instilling the habit of 
saving: Millions of families would 
never save if they had not so obli- 
gated themselves. No matter how 
much wealth a man hopes to ac- 
cumulate, he does well to lay the 
foundations of his financial growth 
in this way, creating a base-value 
for his estate that will not change 
with the tides of fortune. The earn- 
ings of this portion of his savings 
may be comparatively small but 
they will be sure. The investment 
groups warn that insurance-savings 
do not allow for inflation and thus 
the endowment insurance plan, so 
favored in the past, has almost dis- 
appeared. The insurance men an- 
swer that the insured should hedge 
against inflation by increasing his 
insured estate as money cheapens 
and becomes plentiful, which is al- 
ways the other side of the inflation 
coin. (The catch there is that by 
this time he is older and his rate has 
increased too much.) 


But when a man has provided 
this base protection for his family 
through insurance and has secured 
himself against complete poverty 
through his savings in insurance — 
then what? Does insurance provide 
a good way to save? Not if you 
want to earn more than 2% per 
cent on your money. The dividends 
on mutual policies increase this 
slightly but nothing to compare 
with the increase in value offered in 
real estate, industrial stocks, etc. 
Insurance men point to the fortunes 
lost in the 1929-31 market crash, 
but they do not add that those who 
were most catastrophically wrecked 
by the crash had bought their stocks 
on margin. They had overbought 
far beyond their real worth. Many 
investors who owned sound con- 
servative securities or bought 
them when the market was low — 
and held them through the depres- 
sion (when their value was low and 


earnings nil or almost so) have since 
(continued NEXT col.) 


reaped tremendous increases. (When 
all the facts are weighed, it is ob- 
vious that the most economical in- 
surance is the straight term life pol- 
icy for which you pay only for in- 
surance. Most well-informed busi- 
nessmen carry ample life coverage 
in this way, then put their savings 
in diversified investments.) 

The threat of monopoly to our 
economic democracy and the need 
for a closer scrutiny of insurance 
costs to the policyholder make up 
the two  weightiest indictments 
against the insurance status-quo. 

MONOPOLY: When the bulk of 
$100 billion of the people’s savings 
is amassed under the control and 
direction of comparatively few men 
through the interlocking directorates 
of the few largest insurance cor- 
porations (and at this point Mr. 
Hendershot’s analysis appears to be 
unassailable), the democratic nature 
of our economy is impaired. (BTL, 
Nov. 15.) No matter how virtuous 
such men might be, their power to 
block growth, create trends and 
direct the use of wealth in ways 
that affect the life of millions is the 
antithesis of democracy and ex- 
poses all to the mistakes and weak- 
nesses Of a few. On the other hand, 
the ownership of investment stocks 
by countless small investors and the 
necessary diversification of invest- 
ments for security—-even when 
funds enter the market through the 
mutual investment trust companies 
— strengthens the element of de- 
mocracy in our economy, that is, 
povided the investors are protected 
by law from fraud. 


REGULATIONS: For §genera- 
tions the investment business was 
free of regulatory laws, hence the 
investing public was victimized by 
endless schemes, some deliberately 
crooked and others simply wildly 
speculative and inexpertly conceived 
and directed, and through which 
uncounted millions were lost. Slow- 
ly regulatory laws were passed that 
brought the investment business un- 
der control. These laws had to be 
Federal in nature since most invest- 
ments are interstate by nature. 

But the insurance companies have 
fought and continue to fight all pro- 
posed Federal regulation affecting 
policy rates, taxes, investment prac- 
tices, etc. The insurance companies 
claim that since they are now sub- 
ject to state laws, Federal regula- 
tions are unnecessary. But it is a 
notorious fact that insurance com- 
panies, oil corporations, railroads, 
etc., have all fought Federal regula- 
tion on the same ground, for these 
large corporations have little trou- 
ble controlling the state legislatures 
which pass the laws that are sup- 
posed to regulate them. Further- 
more, the type of regulation varies 


widely in different states. The in- 
(continued at right) 














Insurance and Savings (cont.) 
surance field may never have been 
plagued by the proportion of fraud 
that once infiltrated the investment 
business; nonetheless, some states 
have recently been rocked by in- 
surance scandals that developed be- 
cause the insurance corporations 
easily got around the state laws (or 
thwarted the passing of regulatory 
laws in their state legislatures). Such 
a situation has lately exploded in 
Texas. And in New Jersey the pres- 
ident of one of the nation’s large 
insurance companies, with head- 
quarters in N. J., was indicted as 
recently as 1957 for defrauding his 
company of large sums supposedly 
held secure in company reserves. 

The type of border-line insurance 
Operations that manages to keep 
just within legal limits of the loose 
system of state regulation was de- 
scribed in Fortune Magazine for 
July, °58, in a report on The Incor- 
rigible John MacArthur who built 
up one of the largest fortunes in the 
Midwest through mail-order insur- 
ance techniques and various ques- 
tionable practices. Fortune reports 
that MacArthur often greeted vari- 
ous investigators of his business 
methods by saying flippantly, “Let’s 
begin by my admitting more than 
you can prove.” 

(continued NEXT col.) 


Insurance and Savings 
(continued) 

The Federal Trade Commission 
was deprived of all regulatory pow- 
er over insurance by the McCarran- 
Fergusan Act, passed in 1945, 
which assigned full responsibility 
for insurance regulation to the 
states. Hence the FTC does not 
have jurisdiction over insurance 
companies even when these com- 
panies make false or misleading 
claims in national advertising. 


Because of the apparent need for 
new legislation, the U. S. Senate 
has recently undertaken a broad- 
scale investigation of the insurance 
industry by the Anti-Trust and Mo- 
nopoly Subcommittee with Sen. 
O’Mahoney (D., Wyo.) as chairman 
and Sen. Kefauver (D., Tenn.) in 
charge of the insurance study. 


Briefly, the insurance practices 
that are coming under scrutiny in- 
clude: In the life insurance field, the 
size and concentration of power in 
a few companies; the major prob- 
lems of cost and rate-making. In 
the health and accident field, mail 
order insurance companies which 
are licensed in one state but do busi- 
ness by mail in all or many states; 
misleading advertising in national 
publications which stresses benefits 
and coverage but does not explain 
limitations and exceptions, particu- 
larly in regard to age limts or age 
cancellation; the prohibitive cost of 
health coverage for persons over 65. 

In the automobile field, Sen. 
Monroney (D., Okla.), chairman of 
the Senate Commerce Subcommit- 
tee, has already investigated the 
misclassification of automobile col- 
lision insurance risks by finance 
company insurance affiliates. As a 
result of the Monroney inquiries, 
more than a million dollars has re- 
cently been recovered for over- 
charged policy-holders in New Jer- 
sey. Other adjustments have also 
been made elsewhere. 

That there are abuses in the in- 
surance field seems beyond dispute. 
Gov. Robert Meyner of N. J. (a 
state that is the home of many large 
companies), in addressing 1200 ex- 
ecutives at the convention of the 
National Assn. of Mutual Insurance 
Companies in Atlantic City this fall, 
discussed the possibility of Federal 
control of the insurance companies. 
“Warning flags are up . . . Whether 
or not the threat of Federal Insur- 
ance laws is followed by decisive 
action rests now on how well or 
how badly the states exercise their 
regulatory powers over insurance 
. .. When the states abrogate or ne- 
glect their functions it is an invita- 
tion for the Federal Government to 
step in to fill the vacuum.” (Note 
that the Governor was addressing 
the mutual companies which pride 
themselves on being the least sub- 
ject to corrupt practices.) 

(continued first col., NEXT page) 


X-Ray and Foreeast 


swings out on his own. His popularity has been undermined by previous 
associations with McCarthyism. But Nixon is a liberal at heart, hold many 
NPC members. They predict he will break with the GOP Old Guard. 


NELSON ROCKEFELLER rates high also among newsmen; 
they’re calling him a “GOP-Roosevelt.” His political strength arises natural- 
ly and is not being laboriously pumped up as is Nixon’s and so many others. 


SEN. JOHN KENNEDY'S rating, surprisingly, is not so strong 
among NPC members. The bets against him have nothing to do with re- 
ligion. Most newsmen wouldn’t mind seeing a Catholic — or a Jewish — 
President. “Isn’t that democracy?” they ask. The feeling against Kennedy 
comes out of the persistent reports and rumors about his use of ghost writ- 
ers for the books and articles he has “written” which have created the im- 
pression of his extraordinary ability. Kennedy won the Pulitzer Prize for 
his book, “Profiles in Courage,” with no mention of a collaborator. It is 
considered most unethical among writers, editors — and even politicians — 
to hire a ghost writer and then take all credit for the other fellow’s talent 
and brains. And are there not rather important principles involved in this? 
The NPC spoofed the Kennedy ghost-writers in their last Gridiron show. 
Kennedy has made no comment on the ghost-writer reports. He could 
easily clear himself of the charge if it weren’t true. 


SEN. HUMPHREY’S CANDIDACY is being sparked by this 
undercurrent against Kennedy, particularly among those who feel Adlai 
Stevenson’s two defeats bar a third attempt. As a liberal, Humphrey stands 
as high as Kennedy or Stevenson, and he is even more popular with labor 
unions. Humphrey is much more acceptable to Midwest farmers than Ken- 
nedy and just as favored as Stevenson. Sen. Humphrey has been bold in 
his stand against military extremism, has energetically supported economic 
aid when the Pentagon, with plenty of help in Congress, has tried to syphon 
off most of the foreign aid money into military projects. (Gov. Meyner of 
N. J. rates high with NPC-ers, some believing he is the dark horse in the 
Democratic stable.) 


ADLAI STEVENSON finds much favor in NPC groups. If he 
shows signs of breaking through the taboo of two defeats, he’ll get all pos- 
sible aid from most NPC men. Stevenson’s courage and foresight in dar- 
ing to make a campaign issue of the A-bomb tests in ’56 are well remem- 
bered. In urging that we seize the moral leadership away from Russia, 
Stevenson also knew he was handing the GOP the long end of a hot issue, 
although one of the most important groups of atom scientists in the U. S.— 
at the Argonne Laboratories — voted 71-6 that Stevenson was right... a 
fact the GOP-dominated press promptly suppressed during the campaign. 
(Ch. Sci. Monitor, Oct. 7, °56.) Now the whole world knows Stevenson was 
right. That is a profile in courage! A Stevenson-Kennedy nomination is 
considered a likely Democratic strategy. Ghost-writing murmurs won’t 
block that. National Press Club members, while energetically eschewing all 
suggestions that they are “spiritually minded,” reveal an unusual sensitivity 
to moral principle. They are certainly not infallible, but they work close to 
all these events and personalities. 


(continued) 


ECONOMIC PERSPECTIVES 


HERE is more uncertainty than appears on the surface in industrial 

and financial circles over the economic trends in 1959. Everything in 
the press since the last election has tended to assure the public that our 
prosperity will continue unmarred — except for the four million unem- 
ployed. “Keep spending, everything is rosy,” these words shimmer through 
the headlines. While retail sales in almost every field exceed the levels of 
a year ago, the automobile business is still being looked to as a barometer. 
But the number of cars coming off the assembly line is being played up, 
rather than those actually sold. Auto sales so far are fair to average, with 
many dealers still in a slump. By the end of February the auto year should 
be clearly forecast. That’s the point to watch. 


SOME SHARP GUESSERS in Wall Street are preaching that the 
American economy must no longer hinge on autos — that we should pay 
more attention to progress in the air-conditioning of homes, swimming 
pool construction, color TV, etc. But since business levels in steel, rubber, 
plastics, fabrics still hang to the rate of auto production, adjustments are 
certain in these industries if autos don’t zoom. Population increase should 
sustain the auto industry and give it growth. But for many years people 
have been schooled by big business advertising to think they must spend a 
large share of the family income on bigger and shinier cars. Now many 
economists believe the public wants safe and economic transportation in 
autos, rather than juke-box rides, and wishes to put more of the family 
income on other products that bring greater all-around satisfaction. So an 
adjustment, painful for many in that particular area, may come. But 


doesn’t this mean that our democratic economy is still working well? 
(continued third col., NEXT puge) 





Insurance and Savings 
(continued) 

Since we aired the principal 
charges brought by Mr. Hendershot’s 
report in our issue of Nov. 15, it is 
only fair that we devote some space 
to the answers which insurance men 
have provided to these charges. It is 
also in the interest of our readers 
that we add the comments of au- 
thorities we have consulted in Wall 
Street. Washington and elsewhere 
who know both insurance and in- 
vestments intimately. 

e Statement 1: “. . . but the lion’s 
share of the earnings on the invest- 
ments of his money (the savings in 
insurance) go to high-salaried ex- 
ecutives of the big companies and 
to the few who are stockholders.” 
(Hendershot’s book quotes salaries 
of various top executives.) 

Reply: In the case of mutual (par- 
ticipating) companies, policy-hold- 
ers share in the earnings of the 
company in the form of an annual 
dividend. Since a very high per- 
centage of the total insurance writ- 
ten is issued by mutual companies, 
a large proportion of owners of in- 
surance share in company earnings. 

Comment by investment men: 
But what part of dividends go to 
policy-holders and what proportion 
is diverted to company profits? The 
immense bulk of reserves and earn- 
ings withheld by the company re- 
veal the manipulation of dividends 
to the advantage of the companies. 
Furthermore, many of the largest 
life insurance companies are not 
mutual companies, but are profit- 
making stock companies. Stock in 
these companies has been one of 
the most lucrative investments avail- 
able in the stock market within re- 
cent years. But the SEC is asking 
for legislation that will require 
these companies (169 companies 
with aggregate assets of $24 billion) 
to make adequate reports to their 
stockholders as is required of indus- 
trial companies. 

e Statement 2: “Over the past 30 
years, not 4.59 per cent die each 
year out of 1,000 but only 2.90 
actually die. Insurance companies 
always manage to lag far behind on 
statistics of average life expectancy 
and thus make a large margin of 
profit out of their out-dated figures.” 

Reply: The 4.59 rate is not used 
by the company in calculating the 
premium and dividends nor is the 
mortality table used for this pur- 
pose. The table is merely the basis 
on which policy reserves and values 
are calculated. Each company fig- 
ures its Own premium rate on the 
basis of its own mortality experi- 
ence, together with a projection of 
trends from this base. 

Comment: Note that insurance 
companies retain the right to “cal- 
culate” their own mortality rates 
and naturally do so to their own 


advantage. Mortality rates are fixed, 
(continued on NEXT col.) 


do not vary from company to com- 
pany, death percentages are largely 
universal in the U. S., thus rates 
should be regulated by Federal 
commissions with variations only 
permitted according to occupational 
hazards, etc. A spokesman for the 
Senate investigation stated, “Con- 
gress will seek to learn how well 
states have administered their su- 
pervisory trusts after they enacted 
laws granting monopolistic rate- 
making power to private hands.” 

e Statement 3: “It can be fairly 
estimated that at least half of the 
$4.59 collected as the basic insur- 
ance rate goes to the hidden profits 
never shared with the _ policy- 
holder.” 


Reply: The so-called hidden 
profits are shared with the policy- 
holders in all mutual companies in 
the annual dividend referred to in 
an earlier reply. The competitive 
nature of the life insurance business 
and the very stringent laws of the 
state insurance departments regu- 
late the amount of surplus and 
earnings that any company can 
retain. 

Comment: But what proportion 
of profits go to the policy-holder? 
State regulatory laws have proved 
notoriously inadequate — in all ma- 
jor industrial and investment fields. 

© Statement 4: “If you are hard 
up and need to borrow on your in- 
surance policy, you must pay 5 or 6 
per cent on your own money and 
the company makes another nice 
profit from you as you pay them 
high interest to use your money.” 

Reply: The accumulating values 
written into the insurance policies 
are calculated on the basis of the 
continuous investment of the money 
which has been entrusted to the in- 
surance company by the policy- 
holder. Therefore, if a portion of it 
is liquidated in the form of a loan 
by the policy-holder, it is necessary 
to charge the prevailing rate of in- 
terest in order to keep the full value 
of the policy intact. 

Comment: There is virtue in this 
reply. The accusation goes too far. 
However the policy-holder can only 
borrow a small part of his “savings” 
—the overcharges and manipula- 
tion of rates has cut too deeply in 
what should be his loan assets. 

e Statement 5: “Many people 
buy policies under pressure which 
they cannot afford. As a result, the 
average policy sold for a lifetime 
lapses in ten years and the savings 
are lost.” 

Reply: The savings are not lost 
in any permanent type of insur- 
ance policy, if it lapses. If such 
a policy lapses in ten years, the 
policy-holder has an accumulated 
value which can be taken either in 
the form of (1) extended term cov- 


erage for the full face amount of 
(continued at right) 


X-Ray and Foreeast 


ECONOMIC TENSIONS during coming months will sharpen over 
Federal spending. The GOP made an issue of spending in the last election 
— but the voters gave overwhelming support to the “spenders.” While 
ultra conservative columnists and radio voices are denouncing the “spend- 
ers,” the truth is that a whole new economic concept is entering our na- 
tional life. Whether the issue is education, housing, public health, urban 
renewal, social security or economic aid to undeveloped non-Communist 
countries, the cry has echoed, “We can’t afford it. We must balance the 
Federal budget or face ruin.” All government budgets — local, state and 
national — should be balanced. But does a factory with antiquated steam- 
driven machinery meet the demand of new markets by simply pushing 
more steam through the old worn valves? Industry has found that in each 
generation a complete rebuilding of tools and machines is needed to meet 
new market demands. In undertaking these revisions, industry finds that it 
has not spent money, but created new wealth. Industrialists have learned 
this about their own businesses but they refuse to recognize it in govern- 
ment. The American school system, our public health structure — hospi- 
tals, clinics, medical schools —all are woefully inadequate. All public 
services are years behind public need. 

THE FALLACY that private spending is always “good” and pub- 
lic spending “bad” can make the U. S. a second-rate nation while Russia 
and China surge ahead. The deliberate falseness of much of the “economy 
talk” in Washington is apparent when those who preach economy make 
no protest when three billions are wasted on the B-36 bombers, or when 
similar amounts are spent on other planes and ships which are admittedly 
obsolete in the face of the weapons we and the Russians both have. Also 
this false evaluation never discriminates between loans and gifts in our 
foreign aid program. Almost no needy nation now wants gifts; they want 
loans at going interest rates, but the economy bloc in Washington has 
branded all aid as a “give-away.” This will all change in 1959-60. 

THE BIGGEST ISSUE AT STAKE IS MONEY ITSELF. Only 
fifteen years ago, there was talk of getting back on the gold base. As late 
as 1945, money measured wealth and power. We were told that if the 
U. S. didn’t get back on gold, we’d all be broke and of no account as a 
nation. But the tides of change swept us further away from gold — until 
today the annual Federal budget totals more than twice the value of all 
the gold that has been mined since the days of Christopher Columbus ($34 
billion). Money no longer exists for or of itself. It has become “a way by 
which” goods are created, factories are built to create more goods, wages 
are paid, roads, art museums, hospitals, schools and universities are built. 
Inflation, or cheaper money, seems to be inevitable with growth. We are 
not saying this is all good, but we are emphasizing that it’s true. 

Capitalism says spend, spend, spend — “Buy goods and we grow 
rich.” But the same capitalists haven’t yet discovered that government lives 
in the same world as capitalism. The year 1959 will bring this realization 
much closer. 


TODAY’S WEALTH is not gold, jewels or large estates, as it has 
been since antiquity, but the goods people use, the houses they build, live 
in and enjoy, the talents and skills they have developed through which 
more goods and services can be created. This is wealth in 1959. And one 
catches the vibrations of a deep spiritual tide in all this when he realizes 
that there is no better investment guide than to seek that which will help 
increase the good life. (If you wish to study this new science of economics 
that is emerging, read The Affluent Society, by John Galbraith, noted Har- 
vard economist — published by Houghton Mifflin.) 
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Insurance and Savings (cont.) 


the insurance policy until the value 
is consumed, (2) a new substitute 
insurance policy for a lesser amount 
paid up, or (3) a cash settlement. 
Comment: Again, due to over- 
charges and the manipulation of 
rates only a small part of insurance 
savings is recoverable or available 
for the extension of lapsed insur- 
ance. Most insurance companies 
admit that there have been too 
many pressure methods used in sell- 
ing insurance policies as savings and 
are backing away from pressure 


methods. Of course the companies 
(continued at right) 


vary in methods and types of ad- 
vertising, but the industry as a whole 
has been too slow in setting up 
some system of self-policing. 


Talk to your insurance men, to 
your banker, to an investment or- 
ganization and find the answers that 
fit you and your interests best. Your 
public library will have Mr. Hen- 
dershot’s book. If you want to read 
the insurance companies’ full re- 
ply to this book, send for Memoran- 
dum on “The Grim Facts About 


Insurance” by Ralph Hendershot, 
published by the Institute of Life Insurance, 
488 Madison Ave., N. Y. 22, N. Y. Or ask 
your insurance representative for a copy. 





